When a family invests more than is wise in a home, the taxes, repairs, insurance, upkeep, heating, lighting, and the maintenance of the grounds require too large a share of the income for the family to be able to maintain a standard of living in harmony with the dwelling. Most home purchases are made with a down payment and monthly payments covering interest and principal extending over a number of years. The higher the price in relation to income the more difficult it is to keep up these monthly payments, and the greater is the chance of losing the property. Sometimes families buy homes costing three, four, or five times the annual income, due to their inexperience and their ignorance of the expenses of home ownership and of the costs of the other items for which income must be spent. If, however, a family has assurance that its income will increase, it may be justified in spending more for a home than economists advise, provided it is protected against financial loss and difficulties arising from emergencies occurring during the period before the increased income materializes.
There is more building in prosperous times than in depressions. It is estimated that 937,000 non-farm dwelling units were built in 1925, when costs were high, and only 93,000 in 1933, when costs were low.4 This is the result of the fact that most families who buy their homes do so in times of prosperity when a feeling of optimism prevails, when rents are rising, and when they agree with the real estate agents that it is better to acquire a piece of real property than a bundle of rent receipts. Thus they fix their shelter costs at a high level.
The proportion of the income which families pay for rent varies in most cases from 10 to 25 per cent of the income, the lower proportion in rural districts, the higher in cities. On very low incomes, rent may require 50 per cent or more of the income, the families receiving most of their other necessities in kind. Wage-earning families, in normal times, spend 12 to 15 per cent of their incomes for rent and the proportion tends to be the lower figure for those with the higher incomes, probably due to the fact that they do not seek to move to better quarters or neighborhoods. Families where there were housing shortages, as. compared with the rapid rise in the prices of all other goods except gas and electricity. The prices of gas and electricity have long been controlled and with the extension of the use of these utilities, producers can afford to reduce their rates. This table also indicates how, in spite of the general maximum price regulation of 1942, all goods except rents, gas, and electricity continued to rise through 1945.
Rents would have increased during the war but for the fact that ceilings were placed upon them. In places without rent ceilings they did rise. Rent was the only item in the cost of living, with the exception of gas and electricity, in which no increases were permitted. With the abolishment of price ceilings for most goods, OPA and other organizations continued to insist that rent ceilings must be maintained and OPA has recently imposed them in places where previously there were none. Table 5 shows how the expenditures of consumers were distributed in three periods and how, with rising incomes and fixed rents, shelter took a declining proportion of the income, while other goods, with the exception of household operation, claimed greater shares, despite the increased incomes. Ceilings for rents were inflationary, with respect to the sale prices of residence property. Landlords not only could not rent for prices which reflected the true value of their properties in relation to the cost of living, but due to OPA'S control over evictions they were unable to get rid of objectionable tenants. Therefore, as real estate prices rose and owners of rental property were able to realize profits, they sold their properties to homeseekers who could not find places to rent. The former tenant occupants were evicted and they in turn were forced to buy, while real estate prices went higher and higher. During the war, lot prices and building costs climbed. It was estimated that the latter had increased on the average 60 to 70 per cent by the war's end, but in some places they had doubled and since that time they have increased still more. Besides, the shortages of many materials required for construction caused builders, in order to avoid delay, to substitute larger sizes and more expensive materials and parts than those needed, which added to the cost. In some cases, inferior materials were used and certain items scanted, which eventually will increase the repairs required. This situation and the delays encountered as, a result of strikes were factors stimulating the sale of existing dwellings at prices even higher than their reproduction cost.
The present high cost of building and the conditions under which landlords had to operate under OPA have discouraged investments in rental property, consequently home ownership has increased. From 1940 to 1944 owner occupancy of non-farm homes rose over 15 per cent, as may be seen in table 6, which presents data as to the tenure of dwellings at each census year from 1890 on, and for 1944.
The data for 1944 were obtained from 122 cities in areas representing one-fourth of the dwellings in non-farm areas. In all the cities except one, home ownership had increased. One-fourth of the cities showed increases of over 36 per cent in owner-occupancy, and the median increase was 28 per cent.' The report of this 40 years. In consequence of these governmental actions and because there is almost nothing to rent, veterans are purchasing homes with little consideration as to their prices, regarding the payments they make as rent. This attitude has an inflationary effect in the present situation. Furthermore, if a depression comes before the veterans have built up substantial equities in the homes they are buying with Veterans Administration or state aid, many of them will no doubt relinquish their properties and the federal and state governments will bear the loss. This will be added to the federal government's expenditures for defense, war and post-war emergency housing, and for subsidies for rents in low-rent housing projects, for building materials, and for prefabricated dwellings.
